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HIGHLIGHTS 
OF 1956 


Net Sales (1) 



Earnings Before Taxes 


Provision for Federal, State and Canadian Taxes 


Net Earnings After Taxes 


Earnings Per Share of Common Stock (2) 


Dividends Per Share of Common Stock 


Net Working Capital 


Common Stockholders Equity 


Common Stockholders Equity Per Share 


(1) Soles for both years have been adjusted ro eliminate sales from properties no longer owned by us. 

(2) Per share figures are based on the 2,491,226 shares outstanding for both years. 
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TO OUR 

STOC KHOLDERS 
AND EMPLOYEES 


9nc. 


I .1 

It is^a pleasure to report that, on the basis of comparable units, sales for 
*^1956 exceeded those for 1955, thus continuing the trend of the past several years 
The rise in sales was due primarily to aggressive merchandising throughout the 
entire organization, together with the effects of our recent realignment of 
merchandise lines whereby substantially greater emphasis has been placed upon 
furniture and items such as sporting goods. 


The year 1956 also marked further improvement in your company’s operating 
structure. Among the year’s highlights in this respect were the following: 
extension of the Gambles Manager Ownership Plan” to an important number of 
additional stores; the continued elimination of those phases of our business 
that were not contributing their proportionate share to profits, including the disposal 
of the last of our manufacturing facilities; the sale of our investment in Western 
Auto Supply Company; an intensified company-wide program to lower operating 
costs; and the introduction of our Gambles Giant Discount Catalog. 


SALES AND EARNINGS 

In order to put 1955 sales on a comparable 
basis with those for the year just closed, sales 
for those properties no longer owned by your 
company in 1956 have been eliminated from 
both years’ figures. Consolidated net sales of 
Gamble-Skogmo, Inc., totaled $100,966,810 
for the twelve months ended December 31, 
1956, an increase of 7.2 per cent over sales 
of $94,207,718 for comparable units a year 
earlier. 

Consolidated earnings before taxes amount¬ 
ed to $7,136,317 for the year just closed as 
compared with $6,121,947 for 1955. 

Consolidated net income, after provision 
for Federal, State and Canadian taxes on in¬ 
come, amounted to $4,111,430 as compared 
with $3,336,268 for the preceding year. In¬ 
cluded in 1956 net income was a non-recur¬ 


ring profit after taxes of approximately 
$1,020,000 from the sale of certain invest¬ 
ments, together with fixed assets no longer 
needed in the business. Net earnings for 1955 
included a similar non-recurring profit of 
approximately $340,000. 

On the basis of the 2,491,226 shares of 
common stock outstanding at year-end and 
after provision for preferred dividends, 1956 
earnings were equivalent to $1.53 per share 
as against $1.22 per share for the previous 
year, calculated on the same basis. 
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DIVIDENDS 


Dividends aggregating $1,786,505 were paid 
on your company’s outstanding common and 
cumulative convertible preferred stock dur¬ 
ing 1956. Four quarterly cash dividends of 
15 cents each per share were paid on the com¬ 
mon stock while holders of preferred shares 
received regular quarterly payments of 62 Yi 
cents per share. 

STOCKHOLDERS’ EQUITY 

Common stockholders’ equity amounted to 
$36,875,350 equal to $14.80 per share at 
December 31, 1956, as compared with 
$34,550,425 or $13.87 at the end of 1955. 


NUMBER OF OUTLETS 

Year 

Branch Stores 

Manager-Owner 

Dealers 

1956 

312 

36 

1,797 

1955 

*330 

13 

* 1,796 

1954 

484 

— 

2,194 

1953 

483 

— 

2,156 

1952 

486 

— 

2,086 

1951 

486 

— 

2,032 

1950 

517 

— 

2,000 

1949 

527 

— 

1,882 

1948 

536 

— 

1,773 

1947 

528 

— 

1,743 


* After Sale of Western Region Properties 


3*t c. 



millions 30 50 70 90 110 

of dollars *Excluding Manufacturing and Western Region Sales 


WORKING CAPITAL 

During the year, our net working capital 
increased $4,306,273 and at December 31, 
1956, amounted to $34,000,700. Current 
assets including cash of $9,991,067 amount 
to $44,665,678 as against current liabilities 
of $10,664,978, a ratio of 4.19 to 1. 


MERCHANDISING ACTIVITIES 

As of December 31, 1956, your company had 
a total of 2,145 retail outlets in the United 
States and Canada, of which 312 were com¬ 
pany-owned and operated stores, 36 man¬ 
ager-owner units and 1,797 independent 
authorized dealers. This compares with 330 
company-owned stores, 13 manager-owner 
units and 1,796 independent authorized deal¬ 
ers at the end of 1955. 

The marked increase in the number of 
manager-owner stores is the result of the new 
“Gambles Manager Ownership Plan” which 
was inaugurated on July 1,1955, and outlined 
in our last year’s annual report. Essentially, 
the plan allows the manager of company- 
owned stores to purchase a 30 per cent inter¬ 
est in the store which he manages, as well as 
to participate in the ownership of any store 
opened by a manager-owner whom he has 
trained. 
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Sn-c. 


The “Manager Ownership Plan*’ is mu¬ 
tually advantageous, and is in essence a 
modernized version of the “Manager-Part¬ 
nership-Ownership Plan” which contributed 
so importantly to J. C. Penney Company’s 
original growth. The participating manager- 
owner benefits by a substantial personal in¬ 



terest in the store he manages and a direct 
share in its profits as well as the opportunity 
to build an ever-growing investment in addi¬ 
tional units. On the other hand, the com¬ 
pany’s ability to hold superior managerial 
personnel is greatly enhanced and thus it 
stands to benefit by the potential long range 
rise in store volume and increased operating 
efficiency resulting from better than average 
managements as a result of additional incen¬ 
tives arising from ownership. The company 
should benefit further inasmuch as the com¬ 
pany supplies the merchandise requirements 


to these units at wholesale prices and derives 
a normal wholesale profit from this business. 

The results of the “Manager Ownership 
Plan” have been highly encouraging and it 
is your management’s intention to convert 
more stores to this form of ownership during 
1957. 

Another move designed to increase over¬ 
all volume and at the same time to meet the 
challenge of the discount houses, which in 
recent years have been making inroads on 
the business of conventional retailers, is the 
company’s new coordinated discount cata¬ 
log-store merchandising program. This con¬ 
sists of two Gambles discount catalogs: one 
is a direct-to-customer catalog and the other 
a retail outlet catalog. The two employ sim¬ 
ilar sales approaches in providing for dis¬ 
counts from comparative or list prices, but 
differ in the types of merchandise offered, 
and also as to the method of stating prices. 

The company’s 1956-1957 Fall and Winter 
edition of the direct-to-customer catalog was 
mailed to approximately 1,000,000 farm and 
small town families and was designed to en¬ 
courage the prospective customer to place 
his order through the nearest Gamble outlet. 

The new retail outlet catalog, containing a 
selection of over 10,000 merchandise items, 
together with a list of suggested discount 
prices, was initially distributed in October, 
1956, to all Gamble stores and authorized 
dealers as well as to certain other well-estab¬ 
lished businesses which could supplement 
their income by serving as a point of sale 
contact for the company, thus making avail¬ 
able in stores in small cities and towns as 
complete a line of merchandise as could be 
found in most major city department stores. 

Although sufficient time has not yet elapsed 
to fully evaluate the effect of the retail outlet 
catalog, our direct-to-customer catalog is 
meeting with increasing acceptance and your 
management continues optimistic as to the 



7 










potential contributions of these vehicles to 
future sales and earnings. 

In addition to our major lines of automo¬ 
bile supplies and appliances, we are expand¬ 
ing our merchandising activities in sporting 
goods, furniture and a complete line of home 
furnishings. To date, we have had excellent 
results with our line of furniture and home 
furnishings and plan to add furniture depart¬ 
ments to additional stores as soon as suitable 
space becomes available. 

OTHER ACTIVITIES 

In line with our previously announced plans 
to divest the company of all its manufactur¬ 
ing activities and properties in order that 
management might concentrate on the com¬ 
pany’s wholesale and retail operations, we 
sold our paint and varnish factory. This was 
our only remaining manufacturing activity. 

During the year we disposed of our stock 
holdings in the Western Auto Supply Com¬ 
pany of Kansas City, Missouri. 

In order to provide more up-to-date re¬ 
gional facilities, a 72,500 square foot ware¬ 
house and office building was constructed on 
a 534 acre site at Billings, Montana. This 
new facility was»completed in January, 1957, 
and will serve Montana, Wyoming and west¬ 
ern North Dakota, replacing an older build¬ 
ing located in the city of Billings. 

OUTLOOK 

Economists and business leaders in general 
are forecasting a continuation into 1957 of 


Govnt(e a 5Ke<^vie« £)nc. 


our present high level of business activity 
and consumer purchasing power. 

With our strong financial position, strength¬ 
ened management team, aggressive sales 
policy, streamlined operating structure and 
economies stemming from closer control of 
costs, we feel that we are in an excellent 
position to take advantage of the opportun¬ 
ities that lie ahead. 

In addition, we feel that as more stores are 
brought under the “Manager Ownership 
Plan” and our discount catalogs have wider 
distribution and come into more general use 
that they will have a significant effect on 
future sales and earnings. In view of these 
considerations your management looks to 
1957 with confidence. 

In closing, on behalf of the Board of Direc¬ 
tors and myself, I would like to express our 
appreciation to our many employees, cus¬ 
tomers and stockholders whose efforts, spirit 
and loyalty have made possible the progress 
we have made thus far. 

President and Chairman of the Board 
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MANAGEMEN 

TEAM 






B. C. GAMBLE 

President and Chairman of the Board — 
co-founded the organization with the late 
Philip W. Skogmo, opening the first 
Gamble Store in St. Cloud, Minn., in 
1925. Today, Bert Gamble heads 
the Gamble-Skogmo management team 
dedicated to serving customers and 
stockholders of the company through 
progressive methods of merchandising 
and distribution. 


W. P. BERGHUIS 

Vice President , Secretary and Director — 
joined the organization as general counsel in 1946. 

For two decades previous to that, however, 
he was closely associated with Gamble-Skogmo as 
a member of the law firm which counseled the 
company during its early expansion period. 



L. F. CREWS 

Vice President for Finance and Director— 
headed his own firm of management and marketing 
consultants previous to joining the company. 
This followed a twenty-one year association with 
Montgomery Ward & Co., where he served 
on the Executive Management Board. Executive 
positions he held with Wards include vice 
president, controller, director of research, assistant 
general merchandise manager and assistant 
general operations manager. 
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GamMe-SAe^met SUc. 


MANAGEMENT 

TEAM 


W. D. NAFFZIGER 

Vice President in Charge of Personnel and 
Director— had a background of more than thirty 
years with the J. C. Penney Co. when he 
joined Gamble-Skogmo in 1953. He managed small 
and large stores in the Penney chain, including 
their Minneapolis unit, which he headed for fourteen 
years. He is one of the founders and directors 
of the Minnesota Retail Federation. 







H. C. PRICE 

Vice President in Charge of Merchandise Research — 
was for fifteen years head of the home 
appliance division of Sears, Roebuck and Co., and 
for nine years served as vice president and 
director of the Kalamazoo Stove Co. He joined the 
company in 1953 as a special merchandise consultant. 


C. C. RAUGUST 

Vice President in Charge of Merchandising— 
started with the Company as manager of the Grand 
Forks, North Dakota, store in 1930, and 
was promoted to the home office in 1935 as head 
of outside sales. Before being elected vice 
president for merchandising in 1949, he served 
as assistant to the company President. 
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MANAGEMENT 

TEAM 



R. E. SCHWARTZ 

Vice President in Charge of Operations and Director , 
President of Macleod's Limited— joined 
the company in 1929, serving as manager of the 
Atlantic, Iowa, and Rapid City, South Dakota, 
stores until 1940 when he was made a district 
manager. In 1946, he was elected president and 
general manager of Macleod’s Limited at 
Winnipeg, Alberta, Canada. He was brought to the 
home office in the position of vice president in 
charge of operations for Gamble-Skogmo in 1953. 
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3nc. 

AND SUBSIDIARY 


Consolidated Balance Sheet as of December 31, 


ASSETS 


Current assets: 

Cash and time deposits.$ 

Marketable securities—at cost . 

Receivables: 

Customers’ instalment accounts. 

Equity in instalment accounts sold (total amounts sold to 
banks $18,952,342 and $15,950,641 at respective dates) . . 

Other customers’ accounts. 

Note receivable (note 2). 

Miscellaneous. 

13,201,468 

Less allowance for doubtful receivables and estimated 


collection expenses. 2,61 4,284 

10,587,184 

Inventories—at lower of cost or market. 23,678,036 

Prepaid insurance and other expenses. 409,391 

Total current assets. 44,665,678 

Investments—at cost: 

Common stock of Western Auto Supply Company. — 

Common and preferred stocks and note receivable of affiliated 

companies. 7,248,730 

Common stock of Barker Bros. Corporation (quoted market 

value $4,576,320 and $3,756,601 at respective dates) .... 4,531,007 

Other securities and notes receivable. 802,656 

12,582,393 

Retirement fund for officers and key employees provided by 

insurance. 256,316 

Fixed assets—at cost, less depreciation: 

Land and buildings. 1,010,726 

Furniture, fixtures and equipment. 3,571,349 

Transportation equipment. 155,621 

Machinery and manufacturing equipment . 112,196 

-4,849,892 

Less depreciation. 2,209,001 

2,640,891 

Leasehold improvements, less amortization. 830,348 

~ 3,471,239 

Goodwill. 2 


$60,975,628 

See accompanying notes to consolidated financial statements. 


1956 


9,991,067 


1,873,742 

2,077,450 

1,647,679 

6,070,000 

1,532,597 


1956 


1955 


$11,010,838 

305,591 

1,408,430 

1,756,960 

1,643,474 

921,035 

5,729,899 

_2,265,002 

3,464,897 

25,573,821 

356,930 

40,712,077 

7,346,917 

2,554,980 

4,370,031 

1,175,814 

15,447,742 

118,302 

771,761 
3,965,515 
213,440 
_463,961 

5,414,677 
2,780,157 
2,634,520 
765,732 
3,400,252 
__2 

$59,678,375 
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WITH COMPARATIVE FIGURES FOR 1955 



GatnMe-Sfeo^tne, 3*vc. 

AND SUBSIDIARY 


LIABILITIES 


Current liabilities: 

Current instalment of long-term debt . . . 

Trade accounts payable. 

Other accounts payable and accrued expenses 

Provision for income taxes. 

Total current liabilities. 


1956 

. $ 675,000 

4,138,757 
3,535,157 
. 2,316,064 

. 10,664,978 


1955 

$ 675,000 

5,226,233 
3,108,950 
2,007,467 
11,017,650 


Long-term debt: 

3M% note payable maturing in annual instalments of $675,000 
on each February 1 through 1967 and the remainder on De¬ 


cember 1, 1967 . 8,275,000 

Less instalment included in current liabilities. 675,000 

7,600,000 


8,950,000 

675,000 

8,275,000 


Capital stock (note 3): 

Preferred stock of $50 par value per share. 

Authorized 150,000 shares; outstanding 116,706 5% cumula¬ 
tive convertible shares. 5,835,300 

Common stock of $5 par value per share. 

Authorized 3,500,000 shares (478,495 shares reserved for issu¬ 
ance under conversion rights of preferred stock) outstanding 
2,491,226 shares. 12,456,130 

18,291,430 


5,835,300 


12,456,130 

18,291,430 


Surplus (note 4): 

Capital surplus. 15,476,190 

Earned surplus. 8,943,030 

24,419,220 

$60,975,628 


See accompanying notes to consolidated financial statements. 


15,476,190 

6,618,105 

22,094,295 

$59,678,375 
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Snc. 


AND SUBSIDIARY 


Consolidated Statement of Income 

YEAR ENDED DECEMBER 31, 1956 
WITH COMPARATIVE FIGURES FOR 1955 


Net sales: 


Cost of sales, including certain occupancy and buying costs 
Sundry operating income. 


Other income: 

Dividends. 

Interest. 

Cash discounts on purchases. 

Profit (loss) on sale of investments—net (principally common 

stock of Western Auto Supply Company in 1956). 

Profit on sale of fixed assets. 

Miscellaneous. 


Other charges: 

Interest on long-term debt. 

Interest—other (including amount on instalment contracts sold) 
Provision for employees’ profit-sharing (retirement) trusts . . 
Canadian foreign exchange adjustment. 

Income before income taxes. 

Provision for income taxes: 

Federal. 

State and Canadian. 


Depreciation and amortization expense included above: 

1955 


1956 

$767,583 




$883,263 

See accompanying notes to consolidated financial statements. 
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1956 

1955 

$ 56,101,977 

$ 54,670,864 

45,028,402 

49,492,346 

101,130,379 

104,163,210 

77,097,748 

79,290,118 

24,032,631 

24,873,092 

2,797,038 

2,830,538 

26,829,669 

27,703,630 

20,998,047 

21,749,704 

5,831,622 

5,953,926 

426,790 

613,713 

604,812 

46,464 

596,544 

685,879 

1,215,799 

(27,730) 

190,518 

368,451 

76,046 

71,755 

3,110,509 

1,758,532 

8,942,131 

7,712,458 

270,766 

292,703 

899,532 

481,836 

635,516 

652,972 

— 

163,000 

1,805,814 

1,590,511 

7,136,317 

6,121,947 

1,580,809 

1,570,759 

1,444,078 

1,214,920 

3,024,887 

2,785,679 

$ 4,111,430 

$ 3,336,268 




















































Consolidated Statement 
of Earned Surplus 

YEAR ENDED DECEMBER 31, 1956 


GotnMe'Sk^me. 3tm>. 

AND SUBSIDIARY 


Balance at beginning of year. 

Net income for the year. 

Deduct cash dividends paid by Gamble-Skogmo, Inc.: 


Common stock—60c per share.$ 1,494,736 

Preferred stock—$2.50 per share. 291,769 

Balance at end of year (note 4) . 


$ 6,618,105 
4,111, 4 30 
10,729,535 

1,786,505 
$ 8,943,030 


Notes to Consolidated Financial Statements 

(1) The consolidated financial statements include the accounts of the company and its 
Canadian subsidiary whose accounts are included at par of exchange. 

(2) On January 23, 1957, Gamble-Skogmo, Inc., purchased from the Canadian subsidiaries 
of Marshall-Wells Company certain assets, principally inventories and receivables, and assumed 
certain liabilities. The purchase price, yet to be determined, is expected to be in excess of 
$12,000,000. The $6,070,000 note receivable shown in the accompanying balance sheet was 
assigned at face value, without recourse, to the sellers as part of the purchase price. One of the 
Marshall-Wells Canadian subsidiaries has agreed to sell or mortgage over a period of five years 
its real estate having a book value of approximately $4,500,000 at December 31, 1956. Gamble- 
Skogmo, Inc. will purchase the real estate not so liquidated at a price equal to the difference 
between the net book value thereof and the amount realized from sales or mortgages thereon. 
In the interim, a Canadian operating company (to be incorporated) will lease the properties at 
an annual rental of approximately $225,000. 

(3) The 5<% cumulative preferred stock is convertible prior to July 31, 1958, at the option 
of the respective holders, into 4-1/10 shares of common stock for each share of preferred stock; 
all or any part of the outstanding preferred stock may be redeemed at the option of the company 
at a per share price of $50.50 until July 31, 1958, and at $50.00 per share thereafter, plus in each 
instance accrued and unpaid dividends thereon. For the twelve month period ending July 31, 
1958, and for each succeeding similar period, the company is required to retire 3% of the total 
number of shares of 5% cumulative preferred stock which have been issued prior to the beginning 
of the respective twelve month period. 

(4) Under the terms of the 3}4% long-term note outstanding, certain restrictions are 
placed upon the declaration of dividends and payments for the acquisition and redemption of the 
company’s own capital stock. The amount of surplus free from such restrictions at December 31, 
1956, was approximately $8,050,000. 

(5) The approximate minimum annual rentals under 188 leases expiring beyond March 1, 
1960, are $1,063,000, of which 156 leases with annual rentals of $648,000 expire within five years; 
7 leases with annual rentals of $202,000 have terms extending beyond fifteen years. These 
amounts exclude maintenance costs, real estate taxes, insurance, etc., and increased amounts 
based on percentages of sales which may be payable in some cases. 
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AND SUBSIDIARY 


Significant 



Net Sales: 

Comparable Units. 

1956 

1955 

1954 

1953 

$100,966,810 

$ 94,207,718 

$ 87,288,305 

$ 93,165,378 

Actual. 

101,130,379 

104,163,210 

120,465,749 

129,937,899 

Income Before Income Taxes . . 

7,136,317 

6,121,947 

4,973,737 

4,317,091 

Provision for Income Taxes . . . 

3,024,887 

2,785,679 

2,411,919 

1,897,426 

Net Income. 

4,111,430 

3,336,268 

2,561,818 

2,419,665 

Net Income per Common Share 

1.53 

1.22 

.91 

.85 

Dividends Paid. 

1,786,505 

1,786,505 

1,786,505 

1,786,505 

Dividends Paid per Common Share 

.60 

.60 

.60 

.60 

Current Assets . 

44,665,678 

40,712,077 

44,728,161 

43,688,150 

Current Liabilities. 

10,664,978 

11,017,650 

10,808,117 

11,025,790 

Net Working Capital. 

34,000,700 

29,694,427 

33,920,044 

32,662,360 

Current Ratio. 

4.19 to 1 

3.70 to 1 

4.14 to 1 

3.96 to 1 

Funded Debt. 

8,275,000 

8,950,000 

9,625,000 

10,300,000 

Net Worth. 

42,710,650 

40,385,725 

38,835,962 

38,060,652 

Book Value per Common Share . 

14.80 

13.87 

13.25 

12.94 

Inventories. 

23,678,036 

25,573,821 

31,616,067 

33,076,030 

Number of Employees .!.... 

3,598 

3,664 

5,195 

5,557 

Number of Shareholders. 

7,356 

7,340 

7,325 

7,505 

Number of Branch Stores. 

312 

330 

484 

483 

Number of Manager-Owner Stores . 

36 

13 

— 

— 

Number of Authorized Dealers . . 

1,797 

1,796 

2,194 

2,156 

Number of Warehouses. 

8 

8 

11 

11 


1952 

$ 90,792,567 
128,161,552 
3,020,586 
1,232,046 
1,788,540 
.60 

1,786,505 

.60 

44,869,060 
11,894,816 
32,974,244 
3.77 to 1 
10,975,000 
37,427,492 
12.68 
31,682,965 
5,881 
7,061 
486 

2,086 

11 

PRINTED IN U S. A. 
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